
Unless exenupted by A.R.S. §41-1005, each agency shall begin the Meimaldng process by first submitting to the Sec-
retary of State's Office a Notice of Rulenualdng Docket Opening followed by a Notice of Proposed Rulennalding that
contains the preamble and the 5111 text of the rules. The Secretary of State's Oitice publishes each Notice in the next
available issue of the Register according to the schedule of deadlines for Register publication. Under the Administra-
tive Procedure Act (A.RS. §41-1001 et seq.), an agency must allow at least 30 days ro elapse after the publication of
the Notice of Proposed Rulemaking in the Register before beginning any proceedings for nnaldng, amending, or
repealing any rule. (A.R.S. §§41-1013 and41-1022)
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The specific authority for the Rulemaking. including both the authorizing statute (general) and the statutes the
rules are implementing (sneciiiciz

Authorizing statutes: A.R.S. §§44-1821, 44-1972, and 44-2032

Implementing st&t'Llt¢s: A.R.S. §§44-1822, 44-1823, 44-1971, 44-1972, 44-1973, 44-1974, and 44-2032

Constitutional authority: Arizona Constitution, Article XV, §§4, 6, and 13

A list of all previous notices appearing in the Arizona Administrative Register.
Notice of Rudenuakilng Docket Opening: 6 AA.R. 4123, October 27, 2000

The name and address of agency personnel with whom persons may communicate regarding the Rulemaking
Name: Cheryl T. Farson

Address: Corporation Conunission, Securities Division
1300 w. Washington, Third Floor
Phoenix, AZ 85007-2996

(602)542-4242Telephone:
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Fax: (602)594-7470

E-mail: cf@ccsd.cc.state.az.us

An explanation of the rule. including the a2encv's reasons for initiating the rule:
A.A.C. R14~4-301 through R14-4-308 ("Article 3") govern the adxnuilnistrative process under the Arizona Securities
Act and the Arizona Investment Management Act (collectively the "Acts"). The Securities Division of the Arizona
Corporation Commission (the "Division") proposes the repeal and the rennaking of Article 3. The proposed Article 3
reflects recent statutory changes and is intended to facilitate the administrative process. The proposed Article
includes the following sections:

A.A.C. R14-4-301 describes the scope of Article 3. When not in conflict with Article 3, the provisions of A.A.C.
R14-3-101 through R14-3-l13 also apply to administrative processes under the Acts.

A.A.C. R14~4-302 contains definitions relevant to Article 3.

A.A.C. R14-4-303 prescribes methods of service, including service by publication under specified conditions.

AA.C. R14-4-304 enumerates the rights of witnesses and the procedures for formal interviews.

A.A.C. R14-4-305 requires that a respondent who has requested a hearing file an answer within 30 calendar days
after the date of service of a notice of opportunity.

A.A.C. R14-4-306 contains the process remading a notice of opportunity for a hearing and a notice of hearing. The
time-Hanne for setting a hearing is within 60 days, but not earlier than 20 days, after the written request for hearing
has been made.

A.A.C. R14-4-307 provides the process regarding a temporary cease-and~desist order. The effective term of a tempo-
rary cease-and-desist is 180 days. The time-frame for setting a hearing is within 30 but no earlier tarzan ten days after a
written request for a hearing is Filed

A.A.C. R14-4-308 contains the requirements that must be met when a rescission or restitution is ordered by the Com-
mission, unless otherwise ordered.

SL Reference to any study that the aeencv proposes to rely on in its evaluation of or justification for the proposed rule
and where the public may obtain or review the study. all data underlvinn each study. any analysis of the study. and
other sunnortinsv material:

None

L

8.

2

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a
previous grant of authority of a political subdivision of this state:

The rules do not diminish previous grant of authority of a political subdivision of this state.

The nreliminarv summary of the economic. small business. and consumer impact:
The economic, small business, and consumer impact statement for Article 3 analyzes the costs and benefits that
accrue to the Commission, the office of the attorney general, the regulated public, and the general public.

The benefits provided by Article 3 are nonquantifxable. Article 3 should benefit the Commission's relations with the
regulated public because of increased clarity regarding administrative processes and procedures. The public will ben-
eiit from die cost and time savings inherent in clear, concise, and consistent practices. Article 3 will not increase
monitoring, recordkeeping, or reporting burdens on businesses or persons. The making of Article 3 does not materi-
ally increase the costs of implementation or enforcement.

Please provide comment regarding the accuracy of this summary to the individual named in item #4 above.

The name and address of agency personnel with whom persons rnav communicate regarding the accuracy of the
economic. small business. and consumer impact statement:

Not applicable

QL The time. place. and nature of the nroceedinszs for the adoption. amendment. or repeal of the rule. or. if no
nroceedimz is scheduled. where. when. and how Dersons may reusest an oral nroceedinsz on the proposed rule:

Dated January 10, 2002

Time :

Location:

9:30 a.m.

Corporation Commission
1200 W. Washington
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Phoenix, AZ 85007

Oral proceeding. Subsequent to the oral proceeding, the Corporation Commission will take final
action at an open meeting with respect to the making of the proposed rule.

1 Anv other matters Drescribed by statute that are applicable to the specific aeencv or to any specific rule or class of
rules:

None

L E Incorporations by reference and their location in the rules:
None

12 The full text of the rule follows:

Section
R14-4-301 u
R14-4-302.
R14-4-303 .
R14~4-304.

R14-4-305.
R14-4-306.
R14-4-307.
R14-4-308.

R14-4-301. "tops of Art izl f. Scope
TIE: Article :rpp"e:'. to investigations and crrarninstions conducted pursnmmt to the provisions o" the Liecurities Act and &; IM
Ae5-ané-toongrerdeuls--issweed-trlulder such acts. When mt in eontliet with this Artiele, the applieab!e-palwiésiens-eHl==A=G=%l4-
* lor thl!oughR14 3 113 obosiioli ugly.
This Article allies to investigations. examinatiemis..and administrative proceedings under the Securities Act and the M Act.
When not in conflict with this Article. the pruwisioms ofA.A.C. R14-3-101 through R14-3-113 aoplv.

R14-4-302. n es r o s a m Article 3 DeBnitions
To: 'following :k5r.ition:|- :hail apply to this Artie'e " uaalex. the ::es1t:.::t otherwise. rr.q1iiJr.::

-1-= "Attorney Geanerei" mean: the duly queliicd and :meting Anomy Geaaenl ofltrizorn or the Attorney Ge1m:ra1':'. duly
eqzpoiattd eeeiatent.

21 "Division" meme the Seeuritiee Division of the Aram Cerpoaretion Commission.
3-: "Formal intaview"measetheellnnrineltiontmderooth o"eoindividue1 eormpelkdorreq1=\cetedtoteetifyacporto"en

'znvutigetiori o: :.:;;\rdmti:m.
4 : "Hague Convention" mens the Hague Convention on the Selviee Abroad of Judioiel and Extrejudicigrl Doermnenta,

November 15, 1965, "0 U.S. Treetieo and Other International Agrtzemenlb "61, which is incorporated by re"er:nc:,
doesnoteoutain enyletaemoaodnaentrroreditions, Jordi: onikfmthz O"'ceofthe Seeretery ofStote. Copies e"the
Hague Convention :of evui1r\b'c &orlo the Scearrities Division of the Arizona Corpoatetion Cerxusuuisaion :rod from the
2prealt=3r-4418;-ir s-seetion, 089oe of the Legal Adviser, Department of State, Woshiiugton;-D=Gr-29589:

5 : ='¢H\&4i=a%=-naeasns the Arifaemm Invenunent Management Aet, A.ILS. § 44 3101 ¢t'58q:
6: "Respondent" moreno any peraort who he: been cepti a;a ed in or saved e notice or order of the Commission.
I n 2Seerurities-Act" means die Securities Aet of Arizonn, A.R.S. § 44 1801 et '5€q:
8 : Mnilaeerpented-organization" includes u. limited liability eonupnny for purposes of the definition-e11£persen2;es

defined in AILS. § 44 1801 (13).
The deiinitiomis S¢t forth in A.R.S. S844-1801 and44-3101 and the followinlz definitions apply to this Article s.

\.

1

Nature:

ARTICLE 3.PROVISIONS RELATING TO 1:n1=oncEmznT RULES OF PRQCEDURE FOR
1nvEsnGAnons. EXAMINATIONS. AND ADMINISTRATIVE PROCEEDINGS

ARTICLE 3.Irnovlslolws RELATING TO ENFORCEMENT RULES OFPROCEDURE FOR
INVESTIGATIONS. ExAm1nAnons. AND ADMINISTRATIVE PROCEEDINGS

T I TLE  14 .  PUBLI C  SERVI CE CO RPO RATI O NS;  CO RPO RATI O NS AND ASSO CI AT I O NS;
S E C U R I T I E S  R E G U L A T I O N

Scope ofArtiele 29428
Be&aitiem Article 3 Definitions
CC35¢3"'i215!'}1 3913549
Meiheé-ef--Serviee-ef-Suhpoennns, Notices, Orders, and Other Administrative Deeurnenis Rights of Wit-
nesses: Fonnnal Interview: Procedures
M95 of Wimes:len; Forward Interview; Procedures Answers
*Foticz o" an for a Hearing and No°4::c 0" a HearingNotices Reszardinnz I-Iearinszs
Temporary Ccnse and deeiet Orders Terrmorarv Orders
Rc:.cis:.'cn ea* R::..*::u°'cr.Rescission and Restitution

CHAPTER 4. CORPORATION co1v1M1ss1on - SECURITIES

A n ' zona Adm i n i s t ra t i ve  Reg i s t e r
Notices of Proposed Rulemaking
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L "Formal interview" means the examination under oath of an individual compelled or requested to testify as part of an
investigation or examination.
"IM Act" means the Arizona Investment Management Act. A.R.S. S 44-3101 et seq .
"RespOndent" means any person aszainst whom the Division files a complaint. notice. petition. or order.
"Securities Act" means the Securities Act of Arizona. A.R.S. §44-1801 et seq.

.L

R14-4-303.

4.

2

L

€°H84€B*i¢8i3* Service
A:4 enam§ea&-eréeeuments-obtuined by officers, employees, or agents of the Commission, including, but--:met-1-liiaaéteel-te;-4e1a»e
shelsehaad-fepe1=Eer-erstcnogrnpher transcribing the reporter's notes, in the course of any examination or i1wes%iga%ion shall;
&nless-naaée-e-naa&er-e1'1publie- record, be deemed confidential. Officers, employees, and agents are-prohibited--Eeern--isasrleing
sAaebreen='i-iée8=Eial-infennatien-available to anyone other than a member, officer or employee of the Cornmissiong--agents design
nsrteé-by-the-Geiasnstission or-Director, the Attorney General, and law enforcement or regulatory officials, exeejat--isaraeeerémnee
witht-aaysaxleeét-bie-Gormnission or unless the Commission or the Director authorizes the disclosure of sueh-iMer=mation-o1=
documents as not contrary to the public interest.
6 Documents required to be served in an administrative proceeding. All pleadings. motions. appearances. orders. and simi-

lar papers filed in the record shall be served upon the Division and each respondent to the administrative proceeding by
the filing ram. Service shall be made by a person at least 18 years of are.

L Service on the Division. Service upon the Division rnav be made by mailing a copy to the Division addressed to the attor-
nev of record for the Division or by delivering a copy to the Division addressed to the attomev of record for the Division.

Q Service on a respondent represented by an attomev. Whenever service is required or permitted to be made upon a respon-
dent represented by an attorney. the service shall be made by rnailine a copy to the last known business or mailing address
of the attomev or by any method authorized under subsections (Di and (E).

12; Service upon individuals. Service upon an individual rnav be made by any of the following:
L Bv personal service.
2_. Bv leaving a copy at the individual's dwelling. or usual place of abode. with an individual of suitable are and discre-

tion residinsz therein.
Bv leaving a copy at the individual's usual place of business or emplovnient vnlth an ernplovee, express or implied
agent. supervisor. owner. officer. farmer. or other similar individual of suitable age and discretion.
Bv leaving a copy with an agent authorized by express or implied appointment or by law to receive service of process
for the individual upon whom service is Heine made.
Bv mailing a copy to the last known dwelling. usual place of abode. business address. or mailing address. Subpoenas.
notices. and temporary cease-and-desist orders served by mail shall be sent. return receipt neouested by certified
mail. express mail. registered mail. or commercial courier or delivery service. The signed return receipt shall consti-
tute proof of service. but shall not be the exclusive method of provinlz service.

L Service upon a corporation or other entity, Service upon a corporation. partnership. oust limited liability cornpanv. asso-
ciation. sole proprietorship. or any other entity. may be made by any of the following:
L  . Bv leaving a copy with an ernplovee. of suitable adze and discretion. at any place of business of the corporation. parr-

nership. trust limited liability company. association. sole proprietorship. or other entity.
Bv leaving a copy with any officer or director of a corporation. rnanaszinfz or general partner of a partnership. trustee
of a trust. member of a member-managed limited liability company or manager of a rnanalzer-rnanazed limited liabil-
itv cornpanv. or any representative of an association or other entity.

1 Bv levin! a copy with any agent authorized by express or implied appointment or by law to receive service of pro-
cess for the entity upon whom service is being made.

4. Bv mailing a copy to the last known business or mailing address. Subpoenas. notices. and ternnorarv cease-and-desist
orders served by mail shall be sent. return receipt requested by certified mail. express mail. registered mail. or com-
mercial courier or delivery service, The signed return receipt shall constitute proof of service. but shall not be the
exclusive method oforoving service.

Service in a foreign county. When serving a subpoena. notice. or temoorarv cease-and-desist order in a foreign country.
service shall be by any internationally agreed means. If service is not accornolished within 120 calendar days from the
date service we undertaken under the internationally agreed means or if no internationally agreed means of service has
been established or the international aereernent does not prohibit the use of other means of service. then service of any
document rnav be made by any of the following:
L In the manner prescribed by the law of the foreign coimtrv for service in that country in an action in any of its courts

of general jurisdiction
As directed by the foreign authority in response to a letter of request.
Bv any of the following if not prohibited by the law of the foreign country:
a . Anv method of service authorized by subsections (Dl or (El.
b Diplomatic or consular officers when authorized by the United States Department of State.
9 , By any other lawful method that is reasonably calculated to give notice as directed by the Commission.

L
3
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Gs When service is complete. Service by mail is complete upon mailing. All other service is complete upon delivery.
H , Service by Publication.

L The Division may serve a person by publication under either of the followinsz circumstances:
4 The Division does not know the current address or residence of a person to be served.

b. The person has avoided service and service by publication is the best means practicable under the circumstances
for providinfz notice of the administrative proceedings.

Service by publication shall be made as follows:
a, The Division shall publish a statement rezardine the administrative proceedings at least once a week for four

successive weeks in a newspaper published in Maricopa county. If the person's last lcnown residence or place of
business was in a different county in Arizona or another state. the Division shall also simultaneously publish the

statement in a newspaper published in the different county. If no newspaper is published in the person's last
known county of residence or place of business. then the publications shall be made in a newspaper published in
an adioininz county.

b. The published statement shall include the following information:

i The name of the person.
The statutes or rules that the Division allefzes the person has violated or is violative.

The location and the manner in which the person may obtain a copy of the notice or temporary cease-and-
desist order being served.

M The requirement and deadline for inline a request for hearing and the ability of the Commission to enter a
default order if the person fails to timely request a hearing.

The service shall be complete 30 days after the first publication.

L

R14-4-304. Metheés--ei-Sewiee of Subpoenas, Notices, Orders, and Other Administrative Documents Rights of
Witnesses: Formal Interview: Procedures
A= Subpeenas;-aaetéees-;-and-etéer*s-issucd pursuant to the Securities Aet or the IM Act, and any other--doemunents-Eled--in-asa

adaaain-isaea»éve-pfeeeeéiaag-wader--the Securities Act or the IM Act, may be served by n sheriff by-the sheriff' deputies;-by
an-eemp!eyee-e£-8e-Genanaissienyor by any other person who is not less that 18 years of age and who is authors-zed-by-the

toscrve the Commission's subpoena, notice, order, or other doeumenlts fi1ed-in-t&ae-adaaa§a-is-

.3--

tea"lv:. pracaading.
g, Saalbpeeaa-srlaeéiees-;-etéefs;-and-other documents filed in an administrative proceeding maybe-se1=ved-\ipenra»-ntetta1=a&-pef-

sean-ilne¥ud»iaagTlaut--notlimited to, a dealer, salesman, investment adviser, or investment adviser-reptesentaiive;-as-£eHewse
-11 By personal :-:.rorie:..
Q,

3:

By-leevisag-eeepyet-8s--pcrson's dwelling house, or usual place of abode, with e person of suitable r1ge~und-d-ise4'e-
Sion; but not less than 16 years of age, then residing therein.
By-leev-ing-eeepy-at-the-pea=sen-*susual place of business or employment with an employee express-or-inaqal-ied-agelart;
supe1=4»=iseaf;e=waeas;e8eerrparmer, or other similar person of suitable age and discretion, but not less than 16-ye&rs--of

-P.-.11 A1195 4

age
44- Dy 'saving a espy with an agent suthoriscd by express or iMplied sppoin:m:.r.* or by hw to reee'vc serried ofproces:

for the person to whom the subpoena, nodes, or order in addressed
5: B5t~-na&iii1alg--e-eepy--e£the-~-subpoena, notice, or order in an envelope addressed to the last known dwelling-blouse-ear

usudplace ofabode orlastkn»owvnb\ninesse|ddrees. Swlhp0¢mJ,.nQ6cee, eudtemperaryeeese and desist ordeas shell
be-sexes-peseage1arepetid;--byecrtiied mil, with return receipt requested The signed return reeeript-siml=l--eeaesNtute

peeofofseaviceofsubpoelsae,netieemcndtenupeluayeeese and desistoedeelsbutallellnotbetheeieelusivemeModof
proving service. "̀ ee'viec o"all other orders or other doeemeaents Bled 'm the adauauixattlativo proceeding shall be deemed
eonapletn wlxteaaa eepy'mancnve'epe, adzhressedtothe lastlnsosvndwelliisghcnasc orusualplaee of abode outlast
lssswn *::si:'.es.: °*&1x, depesitecl :- *e "sited Seas: mail ""'.l'. 'st el' 's pesmge p:'ep°"'

G: A ml-,p0¢n_-;, notice, order, or other docunacnlt filed in m adnssinistlrative pmocccdimg may be served upon e corporation,
p m m -_,1,i9, tr'lst, limited company, or other business entity, but not lizusited to, a dealer of
-on 3,-»» -4-*-.-.o» -LA-~- nn

-1-= By-leeswing-e-eepyiwith-an»enuployee, of suitable age ad discretion, but not less than 16 years of age, at any place of
business of the corporation, pertaesllip, trust, linsiecel liability company, association, or other business entity;

£1 By-leeaeing--a-eepyewitli-any o8eer or director of e corporation, managing or general partner of e partnextsliip;--alusiee
sie-trust;-nseasaheeeéa-nscmber-managed liansitcd liability company or manager of a manager managed limited iiabil
tty company, or any suthorirsed :eprescniative o" an association or oiiacir b»\:Slmess =n"ty;

3= By leaving a copy with any agent suthori:.c¢l by express or appoinanent or by law to receive service o"p»::>
eess-£515-the entity to whom the subpoena, notice, or order is addressed; or
By--nazti-liaag-e-eepy-te-tlac last mown business address. Subpoenas, notices, and temporary cease aslddesist-erders
§4,a3.%e.¢€,¢.-p65i¢8e.p,t¢pgii by ccrtiicd mail, with Mann receipt requested. The signed-return-receipt-shail--eonsé -
Tate-passer?-efleewiee-ef subpoenas, notices, and temporary cease and desist orders but- shall not- be the -exclusive

4-=
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method of proving service. Service of all other orders or other documents filed in the administrative proceeding shall
be deemed complete when a copy in an envelope, addressed to the last lcnowvn business address, is deposited in the
United States mail with let class postage prepaid.

B= Unless otherwise ordered by the Commission, when a respondent has been served with a notice or a temporary cease and
desist order and the respondent is represented by an attorney in the administrative proceeding relating to the notice or the
temporary cease and desist order, service upon the respondent shall be made by making service upon the attorney. Ser
vice upon the attorney shall be deemed complete when a copy of any amended notice, order, or other documents filed in
the adnaiiaistrative proceeding, addressed to the last mown business address of the attorney, is deposited in the United
States mail with let class postage prepaid.

B: Unless otherwise provided by law, service may be effected in s *reign country:
-l»= By -any---internationally agreed means reasonably calculated to give notice, such as those means authored by the

Hague Convention, provided, however, that if service is not effected within 6 months from the date on which the
assistance of the government of the foreign country was requested pursuant to the applicable treaty or convention,
service may be effected as directed by the Commission; or
If internationally agreed means of service are unavailable, provided that service is reasonably calculated to give21

4491aww;

a= Lm-the manner prescribed by the law of the foreign country for service `m that country in in action in any of its
courts ofgcncrnl jurisdiction; or

b : As directed by the foreign authority in response to o letter rotatory or letter of request, or
e Unless prohibited by the law of the foreign country, by

i= Delivery of copies of the subpoena, notice, order, or other doemnent Hlcd in the administrative proceeding
to the party to be served personally; or
Any form of mail requiring a signed receipt, to be addressed and dispatched by the Commission to the party
ts be :.:;.v:...'l, Cr
Diplomatic er consular officers when authoMcd by the United States Department of State; or

av If there is no lawful means by which service can be effected in the foreign country, such means as the Commission
shall direct.

A , Arv person required or requested ro appear as a witness at a formal interview may be represented by a lawyer. The law-
ver's role during the formal interview shall be limited to the following activities:
L Giving legal advice to the witness before. during. and after the formal interview.
L Ouestioning the witness briefly at the conclusion of the formal interview for the purpose of clarifviing any testimony

the witness has given.
L Malling surmnarv notes during the formal interview solely for the use of the witness and the lawyer.

Br Notwithstanding subsection (Al. the following lavvvers may not represent witnesses at a formal interview:
l . Arv lawyer who has represented another witness who has testified at a formal interview in the examination or invest

ligation.
2 Arv laver who has represented another person who is a subject of the examination or investigation.
2>_, Arv lawyer who rnav be a material witness in the examination or investigation.
'Lr Arv lawyer who is a subject of the examination or investigation.

Q , The Director may permit a lawyer to represent a witness 'm those situations descdbed in subsections (BVI) through (BW41
upon a showing that such representation should be permitted in the interest of justice and will not obstruct the examination
or investigation. If a lawyer is not permitted to represent a witness under subsection (B). that lawyer's partners or associ-
ates of the lawyer's law firm are also precluded from representing the witness.

L All formal interviews may be recorded by the Division either rnechanicallv or by a shorthand reporter employed by the
Division. No other recording of the formal interview will-be permitted. except surnmarv note taking by the attendees.

L In addition to the persons identified in subsections (Al. (Cl. and (Dl. the following individuals may attend a formal inter-
view:
L Individuals eniploved by the Commission or the office of the attomev general.
L Members of law enforcement or other state. federal. or self-rezulatorv agencies authorized by the Division.
3 Translators authorized by the Division. .

L The Division may exclude 'dam a formal interview my person previously permitted to attend the formal interview, includ-
inz a lawyer. whose conduct is dilatory. obstructionist. or contumacious. In addition. the members of the staff of the Divi-
sion conducting the formal interview may report the conduct to the Director for appropriate action. The Director may
thereupon take such further action as circumstances may warrant. including. but not limited to. exclusion from further par-
ticipation in the examination or investigation.

Q A person who has submitted documentary evidence or testimony in connection with a formal interview shall be entitled.
upon written request. and upon proper identification. to inspect the witness' own testimony on a date to be set by the
Director. The Director may delay the inspection of the record until the conclusion of the examination or investigation if
the Director determines that earlier inspection may obstruct or delay the examination or investigation.
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3 , In connection with an examination or investigation. the Director may delegate authority to members of the staff to admin-
ister oaths and afhzmations. sin subpoenas. take evidence. and receive books. contracts. agreements or other doc-
uments. records. or information. whether filed or Kent in original or copied form or electronically stored or recorded.

L Duringa formal interview. a witness shall not lmowimzlv make any untrue statements of material fact or omit to state any
material facts necessary in order to make the statements made. in light of the circumstances under which they were made.
not misleading.

R14-4-305. Rights of Witnc::cs, Formal Intcr'vir.w, Proeedurts Answers
AL Any person required on rcquested to appear as a witness at a formal interview may be accompanied, represented, and

advised by a lawyer. The lawyer's role during the formal interview shall be limited to the following activities:
-l-: Giving legal advice to the witness before, during, and after the formal interview,
21 Questioning-the-witness briefly at the conclusion of the formal interview for the purpose of clarifying any testimony

the witness has given; and
-3: Malting surnnnnry notes during the formal interview solely for the use of the witness and the lawyer.

B= Notwithstanding subsection (A), the following lawyers may not represent witnesses:
-11 Any lawyer who has represented another witness who has testified at a formal irrerview in the czmmination or inv:

, - . . - _ .
H-= In connect ion wi th an examin er or investi gation, theD irector may del egate authori ty to members et the staf f to edissiia

inter oaths and affirmations., sign subpoenas, take evidence, ate receive books, papers, contracts, agreements or other doc
urnents, records, or information, whether filed or accept in original or copied form or electronically stored or recorded.

Ia During :i formal interview, e witness shall not lenelwingly make any untrue statements of material fact or omit to state any
material facts necessary in order to make the statements made, in light of the circumstances under which they were made,
not misleading.

4= Within 30 calendar days after the date of service of a notice of an epportunitv for a hearing. a respondent who has
requested a hearing shall tile in the record and serve on the Division an answer to the notice. .

L The answer shall contain the following:
.L An admission or denial of each MonSoon in the notice.
L The original signature of the respondent or the respondent's attomev.

Q A statement of a lack of sufficient knowledge or information shall be considered a denial of an allegation.
D , An allezadon not denied shall be considered admitted.
L When a respondent intends in good faith to derv only a can or a eualification of an allegation. the respondent shall socc-

ifv that part or qualification of the allegation and shalladmit the remainder.
L The respondent waives any aMrrnative defense not raised in the answer,
Q The oliicer Dresidine over the hearing may grant relief from the requirements of this section for stood cause shown.

2= Any lawyer who has represented n o r person who is a sub ject o" the e1¢:mii:a*'on or investigation,
3 : Any lawyer who may be a materiel witness in Rh: e.:uninstien or investigation,
4= Any lawyer who is as subject of the examination or iuves°'g:rtien.

Gt who-Director nasty-permit a lawyer to represent a witness in those situations described 'm subsections (B)(1) through. (B)(f1)
upon o showing that such represenmtion should be permitted in the interest ofjustice and will not obstruct the examination
or investigations--If a lawyer is not permitted to represent a witness under subsection (B), that 1atvyer's partners or assoc
ams of the lawyer's hw Etna are also precluded &om representing the witness.

B: All formal interviews my be recorded by the Division et**er mechsoieelly or by e shorthand reporter employed by the
Division. No other recording of the formal interview will be permitted except summary note tddng.

E : Unless permitted in the discretion of the Division, no witness or lawyer accompanying such witness shall be permitted to
be present during the formal interview of any other witness testifying in a nonpublic examination or investigation. No per
son not enaplofyed by the Commission or the Attorney Gencrsl shell be present during a 'enamel interview except that the
Division may authorize members flaw enforcement or other state, federal, or self regulatory agencies to be present Dur
'mg such 'orel

Fa The Division may exclude from e 'ornuel interview any person prelrlous'y pcrmitte* to sttelnd the fontal interview, inelud
ing-a lawyer, whose -oonductis dilatory, obsuueticcniss, or comtumaeious. In addition, the members of the staff of the Didi
sick eontducting--the formal interview may report the conduct to the Director for appropriate action. The Director may
thereupon take -such iirrther action as circumstances may warrant, including, but not limited to, exclusion Emma further par
dcipation in the or itwostigetiou.

G: A person who has submitted documentary evidence or astinaomst in eonoeetior; with e damsel interview shell! be entitled,
upon writtcn request, and upon proper identification, to inspect the witness' own testimony on a date to be set by the
Directors The Director may delay the inspection of the record until the conclusion of the examination or investigation its in
Me--Direetor's discretion, the Director determines that earlier inspection may obstruct or delay the examination or invcsti
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_IL The notice of an opportunity for a hearing shall state the requirements with which the person served must comply under
this rule.

R14-4-306. Notiee of an Opportunity for a Incan°ng and Notice of fr Hearing Notices RegardingHearings

A= the---Commission may issue u notice of an opportunity for n hearing or a notice of a hearing to determine whether to issue
a-eease-and-desist-order, order of rescission, restitution, or penalties, or other order authorized pursuant to the provisions
of the Securities Act or the IM Act.

B= Araoticc of nm opportunity for a hearing and a notice of a hearing shall be served by any method pennitted in R14 4 304 .
A-notieeof an opportunity for n hearing shell set forth that the respondent will be afforded a hearing upon request to
deeket-eontrol of the Commission if the request is innde in writing within 10 days after receipt of the notice by the respond
dent:

G : When a-respondent requests u hearing pursuant to a notice of Sn opportunity for u hearing in neeordonee with the prove
signs-eélthis--rule,-the Commission shall set a date, time, and place for the hearing and shall forthwith notify the respond
doe-¥he-éate set-for-thehenring shall be within 30 days, but not earlier than 15 days, after the written request for hearing
Ms-been mode, unless otherwise provided by law, stipulated by the parties, or ordered by the Commission.

A , The Corninission may issue a notice of an opportunity for a hearing or a notice of a hearing to determine whether to issue
a cease-and-desist order. order of rescission. restitution. or penalties, or other order authorized pursuant to the provisions
of the Securities Act or the IM Act.

L_ A notice of an opportunity for a hearing and a notice of a hearing sM be served by any method permitted in R14-4-303 .
A notice of an opportunity for a hearing shall set forth that the respondent will be afforded a hearing upon request to
docket control of the Commission if the request is made in writing within ten days otter receipt of the notice by the
respondent.

Q When a respondent requests a hearing pursuant to a notice of an opportunity for a hearing in accordance with the provi-
sions of this rule. the Commission shall set a date. time. and place for the hearing and shall forthwith notify the respon-
dent. The date set for the hearing shall be within 60 days. but not earlier than 20 days. aRea the written readest for hearing
has been made. unless otherwise provided by law. sdpulatW by the parties. or ordered by the Commission.

an u

R14-4-307. Temporary Cease and desist Orders Temnorarv Orders
A= Xlthen-the Division determines that the public interest will be harmed by delay in issuing an order to cease and desist, the

Bivisrion--may, with the consent of the Commission, issue a temporary cease and desist order which will be in effect for
1810 days or until vacated modified, or made permanent in accordance with this rule, whichever comes 1st.

B= Temporary cease-and-desist orders shall be served pursuant to the provisions ofR14 4 304.
€-4 Cloche-te may cease-and-desist order shall set forth that the respondent will be afforded a hearing upon request to docket

eeneeel-ofthe CernrnissioN if the request is filed in writing within 20 days of sewiee of the temporary cease and desist
order If a request for a hearing is not filed wvitdiiia 20 days, the Commission may, by wdttcn findings of fact and eonclu
Zions of law, vacate, modify, or iuaalce permanent the temporary cease and desist order.

De When-a-respondent requests a hearing in accordance with the provisions of this mlc, the Commission shall set a date,
tinge;--and place for the hearing and shall forthwith notify the respondent. The date set for the hearing shall be within 15
é&jF57bl1E"Il0t~ earlier than 5 days, after the written request for hearing has been tiled, unless otherwise provided by law,
stipulated by the--parties, or ordered by the Commission. The Commission may, after such hearing, by written findings of
fact and eon:1:1:.ion:. or law, vacate, modify, or make permanent the *enataorary cease and desist order.

A , When the Commission determines that the public welfare requires immediate action. the Commission may issue a tempo-
rarv cease-and-desist order. which will be in effect for 180 days or until vacated rnoditied or made permanent in accor-
dance with this rule. whichever comes first. The Commission rnav delegate this authority to the Director.

L Temoorarv cease-and-desist orders shall be served pursuant to the provisions of R14-4-303 .

Q The temporary cease-and-desist order shall set forth that the respondent will be afforded a hearing upon request to docket
control of the Commission if the request is filed in writing within 20 days of service of the temporary cease~and-desist
order. If a request for a hearing is not tiled witiailn 20 days. the Commission may. by written findings of fact and conclu-
sions of law, vacate. modify. or make permanent the ternporarv cease-and-desist order.

When a respondent requests a hearing in accordance vldth the provisions of this rule. the Commission shall set a date.
mc. and place for the hearing and shall forthwith notify the respondent. The date set for the hearing shall be within 30

days. but hot earlier than ten days. alter the written readest for hearing has been tiled unless otherwise provided by law.
stipulated by the parties. or ordered by the Commission. The Conlrnission may. after such hearing. by written findings of
fact and conclusions of law, vacate. modify. or naake permanent the tenaporarv cease-and-desist order.

_E The effective date stated in subsection (Al shall be tolled from the date a hearing is requested until a decision is entered.
unless otherwise ordered by the Commission.

Q..
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R14-4-308. "'.:.::.i::~c:°..'::::'. R:.:*2tu"c.': Rescission and Restitution
& Where there has-been a violation of the Securities Act or the M Act, or any mlc or order of the Commission, the person or

persons responsible for the violation may be required pursuant to the Securities Act or the IM Act, to nsnkc rescission
:Md/or restitution as paroividzd herein.

ah Where e rescission oEcr is ordered by the Commission,
-11 The following materialsmust be tiled with and receive prior approval &om the Director before distribution to the put

e=

a= A written offer to repurchase stating in reasonable detail the facts out of which liability arose and, in the event of
a violudon ofA.R.S. §§ 44 1991, 44 1992, or 44 3241, the correct, true, or omitted foots.

b= An offer to repurchase the security shall include an offer of:
i= Cash (or, if the Commission determines it is in the public interest, other property) equal to the fair market

value of the consideration paid (determined as of the date such payment was originally paid by the buyer) or
such lesser amount as shall be ordered by the Commission (if it detennincs that it is in the public interest to
order such lesser amount); together with
Such amount or rate of interest as shall be ordered by the Commission for the period &on the date of put
chose payment to the date of repayment; less
The amount of any principal, interest, or other distributions received on the security for the period from the
date of purchase payment Te the date of repayment.

e The offer to repurchase shall be accompanied by a prospectus and other documents naaldng full written diselo
sure about the financial and business ccndidon of the issuer and the Eiaaneiol and business risks associated with
the retention of the securities and contain any such funihcr information as the Commission may require.

d= The offer to repurchase shall state that such offer may be accepted by the purchaser at any time within a specified
period of not less than 30 days after the date of receipt thereof unless a shorter period of time is ordered by the
r~,_. . . . ......:....

21 The offer and any other materials required to be presented to the purchaser shall be made within o period specified by
the Commission.

3 : Financial statements prepared in accordance with R14 4 120, A.ILS. § 44 3159, or other appropriate documentation
as requested by the Director or the Commission, shall be provided to the Director. The financial statements or dock
restation shall demonstrate that the person or persons funding the rescission offer has or have adequate funds to pay
the amount ordered pursuant to subsection (B)(1)(b) to all purchasers of the securities who are eligible to accept the
rescission offer. The funding of the rescission offer may be provided by the seller, issuer, or other 3rd party.

4 : The Commission may order that funds be deposited in escrow as the Commission deems necessary.
§ When the rescission offer hasbeen completed and the appropriate funds paid, the person funding the rescission offer

must verify to the Director that the rescission offer was made in accordance with this rule. The verification may be
performed by an indepcndcrr *rd party, such as an aecozmtan* or escrow agent, and by providing the pertinent record:
documenting the reSeissica offer to the Director. The following information must be included unless otherwise
ordered by the Commission:
a= Names, addresses, and telephone numbers of all securities holders of the issuer who had a right to receive the

reseissicn offer, the amount and purchase dates of securities held by such seeurides holders, and the amount of
principal, interest, or other distributions on all securities held by such securities holders;

b : Names, addresses, and telephone numbers of all securities holders of the issuer who did not receive the resoissicn
offer and the reason why they did not receive the rescission offer, the amount and purchase dates of securities
held by such securities holders, and the amount of principal, interest, or other distributions on all securities held
by such securities holders;
Verification of receipt of the rescission offer by all securities holders who had a right to and did receive the

d= A list of securities holders who accepted the rescission offer and those who did not accept;
e Verification of payment of principal and interest ordered to be paid to all such securities holders who accepted

+L- -....,.:.. ... . . . . -.¢:r.... . ,

GO Where restitution is ordered by the Commission,
-l= The amount payable as damages to each purchaser shall include the amount computed under subsection (D-)(l)(b) less

the amount of any sale proceeds received on disposal of the security init was sold at any mc by the purchaser.
2 : Financial statements prepared in accordance with R14 4 120, A.R.S. § 44 3159, or other appropriate documentation

as requested by the Director or the Commission, shall be provided to the Director. The financial statements or dock
restation shall demonstrate that the person paying restitution has adequate funds to pay all purchasers the amount
computed in subsection (C)(1).

3 : The Commission may order that funds be deposited in escrow as the Commission deems necessary.
4 : The Commission may order the respondent to provide the following information to the Division:

...a=x°..Lu
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a= reaves;-aédrcsses, and telephone numbers of all securities purchasers who had n right te receive restitution under
the-€en=mmission's order; amount and purchase dates of seeurides purchased by such purchasers; fair-market
vaiae-eflany-non-eesh consideration received by respondent &om each purchaser of such securities; and--any-pay
rncnt of principal, interest, or any other distribution on such security.

b= ¥eaé8eation of payment of principal and interest ordered to be paid to all such purchasers.
8 When a person or persons have violated the Securities Act or the IM Act, or my mle or order of the Commission. the

Commission may require the person or persons to make rescission and/or restitution as provided herein.
L If a rescission offer is ordered by the Commission:

.L The respondent shall submit the following materials to the Division and upon approval from the Director. distribute
the materials to the purchasers:
4 A written offer to repurchase stating in reasonable detail the facts out of which liability arose and in the event of

a violation of A.R.S. SS 44-1991. 44~l992. or 44-3241. the correct. Tue. or omitted facts. An offer to repurchase
the security shall include an o&ler of:
L Cash equal to the fair market value of the consideration paid determined as of the date such payment was

orieinallv paid by the buyer: together with
Interest at a rate under A.R.S. S 44-1201 for the period from the date of the purchase payment to the date of
repayment: less
The amount of any principal, interest, or other distributions received on the security for the period from the
date of purchase pavrnent to the date of repayment.

b. The offer to repurchase shall be accompanied by a prospectus and other documents makcinsz 5111 written disclo-
sure about the financial and business condition of the issuer and the financial and business risks associated with
the retention of the securities.
The offer to repurchase shall state that such offer xnav be accepted by the purchaser at any time within a specified
period of not less titan 30 days airer the date of receipt thereof

Z. The offer and any other materials required to be presented to the purchaser shall be made within a period specified by
the Commission.
Financial statements prepared in accordance with R14-4-120. A.R.S. S 44-3159. or other documents relating to the
business of the respondent as requested by the Director or the Commission. shall be provided to the Director. If a
respondent demonstrates that it cannot obtain audited financial statements without unreasonable effort or expense.
then the respondent shall provide to the Director a notarized statement of tinanciad condition. The financial state-
ments or documentation shall demonstrate that the person or persons funding the rescission offer has or have ade-
quate Mads to pay the amount ordered pursuant to subsection (`Bl(ll(Al to all purchasers of the securities who are
eligible to accept the rescission offer. The seller. issuer. or other third party may fund the rescission offer.
The Commission rnav order that fids be deposited in escrow,
When the rescission offer has been conmleted and the appropriate funds paid. the person iinnding the rescission offer
shaLl verify to the Director that the rescission offer was made in accordance with this rule. The verification may be
performed by an independent third parle. such as an accountant or escrow agent. by providing the pertinent records
documenting the rescission offer to the Director. All of the following information must be included:
a . Names. addresses. and telephone numbers of all securities holders of the issuer who had a right to receive the

rescission offer. the amount and purchase dates of securities held by such securities holders. and the amount of
principal. interest. or other distributions on all secmities held by such securities holders.
Names. addresses. and telephone numbers of all securities holders of the issuer who did not receive the rescission
offer and the reason why they did not receive the rescission offer. the amount and purchase dates of securities
held by such securities holders. and the amount of principal. interest. or other distributions on all securities held
by such securities holders.

s Verification of receipt of the rescission offer by all securities holders who had a right to and did receive the
rescission offer, .

i A list of securities holders who accented the rescission offer and those who did not accent.
e. Verification of navment of nrincioal and interest ordered to be said to all such securities holders who accented

the rescission offer. .
Based on the circumstances of the respondent and the purchasers. if necessary or appropriate to the public interest and
consistent with the protection of the investors. the Commission may nrescnbe by order alternative rescission offer
terms. including:
a. The offer of other identified assets in lieu of cash if the respondent lacks sufficient cash to offer the amount

required under subsection (BV la(al.
Br The offer of a specified lesser amount than the amount required under subsection (BV1l(a\ if the respondent

lacks sufficient assets to offer the amount required under subsection (BV llfal.
9, The inclusion in the repurchase offer of information material to an understanding of the issuer. in addition to that

required by subsection (B)(1)(b). if such information would be required if the securities were being registered.

.4
5.
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A shorter period of time during which the offer to repurchase may be accented.
Waiver of specified information required by subsection (BV5) if the Commission determines that vroducinsz such
information will be unduly burdensome.

Q If restitution is ordered by the Commission:
The amount payable as dannlaaes to each purchaser shall include:
4 Cash equal to the fair market value of the consideration paid determined as of the date such payment was origi-

nallv paid by the buyer: together with
Q Interest at a rate under A.R.S. S 44-1201 for the period from the date of the purchase payment to the date of

repayment: less
a The amount of any principal. interest_ or other distributions received on the security for the period from the date

of purchase payment to the date of repayment.
Financial statements prepared in accordance with R14-4-120. A.R.S. S 44-3159. or other documents relating to the
business of the respondent as requested by the Director or the Commission. shall be provided to the Director. If a
respondent demonstrates that it cannot obtain audited financial statements without unreasonable effort or expense.
then the respondent shall provide to the Director a notarized statement of tinanciad condition. The financial state-
ments or documentation shall demonstrate that the person pavia restitution has adequate funds to pay all purchasers
the amount computed in subsection (CID.
The Commission may order that funds be deposited in escrow.
The Commission may order the respondent to provide the following information to the Division:
4 Names. addresses. and telephone numbers of all securities purchasers who had a right to receive restitution under

the Conlmission's order: amount and purchase dates of securities purchased by such purchasers: fair' market
value of any non-cash consideration received by respondent from each purchaser of such securities: and any nav-
ment of principal. interest. or any other distribution on such security.

I Verification ofpavment of principal and interest ordered to be paid to all such purchasers.
Based on the circumstances of therespondent and the purchasers. if necessary or appropriate to the public interest and
consistent with the protection of the investors. the Commission may prescribe by order alternative restitution terms.
includinlzz
4 The payment of other identified assets in lieu of cash if the respondent lacks sufficient cash to pay the amount

required under subsection (CV ll.
The pavrnent of a specified lesser amount than required under subsection (CW ll if the respondent lacks sufficient
assets to meet the subsection (CHI) requirement.

L
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